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LUMBER AND BUILDING MATERIAL CHAINS 


INTRODUCTION 


This report on the operations of building material chains is one of a 
series presenting detailed analyses of the activities of chain organizations 
operating in Canada during 1930. The figures contained in this report were ob- 
tained in connection with the Census of Merchandising and Service Establishments, 
which formed part of the Seventh Decennial Census of Canada, and they cover the 
trading operations of these chains during 1930. 


In a number of important respects, lumber and building material chains 
differ markedly from those dealing in other lines of merchandise. The ordinary 
chain is a more or less recent development, more than 50 per cent of all chain 
units having been opened since 1926. Most chain units are located in Ontario and 
Quebec, and in each province the greatest volume of chain business is done in the 
largest centres of population. On the other hand, some lumber and building 
material chains have been in operation for twenty-five years or more, and approx- 
imately 75 per cent of all chain lumber yards were in operation prior to 1926. 
These chains are confined almost exclusively to the Prairie Provinces, and in each 
province most of the yards are located in places of less than 1,000 population. 


There were 46 different chain companies selling lumber and building 
materials in Canada in 1930. These companies operated a total of 1,085 yards and 
had total retail sales during the year of $18,597,431. Stocks on hand at the end 
of the year (at cost) amounted to $6,297,084. The 1,035 yards required the ser- 
vices of 1,463 full-time male employees and 75 full-time female employees, who | 
received a total of $2,288,153 in salaries and wages. There were also 3£1 part- _ 
time male employees and 14 part-time female employees who received $91,154. : 


There were 31 chains with total sales of $15,084,694 which reported 
their credit business. Credit sales of these chains amounted to $9,596,306, or 
73.54 per cent of their total sales volume. The remaining 15 chains having total 
sales of $5,512,737 failed to report their credit activities. | 


Chains Defined I 


For this Census, a group of four establishments or more under the same 
ownership and management,and carrying on the same or similar kinds of business, | 
has been classified as a chain. Groups of two or three establishments owned and | 
operated by one proprietor or firm have been classified as two- or three-unit 
multiples - not as chains - and are reported under these headings in the provincié, 
retail reports. Chains have been classified as local, provincial, sectional and | 
national, depending upon the extent of territory in which their branches are 
located. Local chains are situated entirely, or almost so, within the same town « 
city. Provincial chains have all their branches confined to one province. The 
units of sectional chains are spread over two or three provinces, while national 
chains have branches in four provinces or more. There were no organizations of tt 
type analyzed in this bulletin which were national in extent. 
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Age and Geographic Distribution of Units 


As already mentioned, lumber and building material chains have been in 
existence for a considerable length of time in Canada when compared with the ages 
of chain organizations carrying other lines of merchandise. From’Table II(b), it 
is seen that 57 new branches, or 5.6 per cent of the total number, were opened 
during 1930. During the four preceding years, 1926-1929, new branches to the 
number of 205, or 20 per cent of the total number, were opened, while 763 units, 
or 74.4 per cent of all lumber and building material chain yards, were in opera- 
tion przor to 1926. 


When analyzed geographically, it is found that 622 of the 1,035 yards 
were located in Saskatchewan, 301 in Alberta, and 86 in Manitoba. Only a small 
number of units were operated in British Columbia, Ontario and Quebec, and there 
were no units located in the Maritime Provinces. 


Geographic Distribution of Sales, and Sales by Size of 
Locality 


The total sales of all chain lumber and building material companies 
amounted to $18,597,431. Of this amount, sales in Saskatchewan were $9,496,296, 
or 51.06 per cent. Chain sales in Alberta were $5,275,335, or 28.37 per cent of 
the total, and in Manitoba, $2,057,652, or 11.06 per cent. When analyzed accord- 
ing to size of locality, it is found that 891 of the 1,035 yards were located in 
places of less than 1,000 population. These units had retail sales of $11,154,744, 
or approximately 60 per cent of the total chain sales. Units and sales by size of 
locality for all provinces combined are shown in Table IV. 


Operating Expenses 


Total operating expenses for all lumber and building material chains 
(including payroll) amounted to 25.25 per cent of net sales. This is exclusive, 
of course, of cost of goods for resale, nor does it include return on invested 
Capital. Payroll amounted to 12.79 per cent of net sales, and other operating 
expenses amounted to 10.46 per cent. 


Chain operating expenses are analyzed in Table V. The chains are clas-— 
sified, first, according to type of operation, then according to number of units 
operated, then by total sales volume, and, finally, according to average sales 
per yard. The lowest operating expense ratio, 19.80 per cent of net sales, was 
obtained by a group of 17 chains, each having average annual sales per yard of 
over $20,000. The highest expense ratio, 28.85 per cent of net sales, was obtained 
by a group of 5 small chains, each having a total sales volume of less than 
$100,000, 


Middle Range Figures 


The expense figures for lumber and building material chains,already stated 
and shown in Table 5, were obtained by totalling the expense data given for all the 
chains and expressing this amount as a percentage of the total sales of the same com 
panies. It will thus be seen that these expense figures are weighted averages where 
a large chain has been given more weight in determining the ratio for the group than 
a smaller organization. In Table VI, average operating figures are given where each 
chain has been given the same weight irrespective of its size. The method of obtain 
ing the figures in this table will be explained. 


The total operating expense of each chain (including wage cost and other 
operating expenses) was expressed as a percentage of its total sales. The set of 
total operating expense percentages thus obtained was then arranged in an array from 
smallest to largest. This array was divided into three ranges: the lower range, 
consisting of the first quarter of the figures and therefore including the smallest 
operating ratios; the upper range, consisting of the last quarter of the figures an 
therefore including the highest operating ratios; and the middle range, containing 
the remaining half of the figures. The average of the middle range was then found. 
In this way the extremely: low and high figures, due to more or less exceptional cir- 
cumstances, were omitted, and the remaining chains were given equal weight in deter- 
mining an average operating expense figure. Using this method, it is seen from Tabl 
VI that the average operating expense ratio for lumber and building material chains 
was 21.96 per cent of net sales as compared with 23.25 per cent as found by the | 
former method. Two other figures are given for total operating expenses under the 
headings "Lower Limit of Middle Range" and "Upper Limit of Middle Range". ‘These are 
the two figures at either end of the middle range and serve to divide the array of | 
operating expense ratios into three sections. The lower limit of the middle range 
for total operating expense is seen from Table VI to be 17.55 per cent. The upper 
limit of the middle range is seen to be £6.43 per cent. That is to say, one—quartel| 
of the chains had a total operating expense ratio of less than 17.55 per cent, one- | 
quarter had a total operating expense ratio of more than 26.43 per cent, while one-— | 
half of all the chains analyzed in this bulletin had expense ratios lying between | 
these two figures and centering around 21.96 per cent. 


The other figures given in this table were obtained in a similar manner t| 
that explained for total operating expense. In order to obtain each of the items, 
it was necessary to arrange the data for these chains in a different array, and | 
neither all the high nor all the low figures would be common to the same companies. | 
Therefore the figures in any one column cannot be related to other figures in the | 
same column, nor can the different expense items be added to obtain the total opera’ 
ing expense ratio shown. It is thought, however, that, considering each item inde-| 
pendently, these middle range figures give a fair indication of lumber and building] 
material chain operating results. | 


Commodity Sales 


Lumber and building materials constitute 75.88 per cent of the total sale) 
of all lumber and building material chains. Fuel amounts to another 20.33 per cent| 
while miscellaneous merchandise, including hardware, makes up the remaining 3.8 per} 
cent. Each of these main divisions is further analyzed in Table VII, which is base! 
upon a commodity coverage of 84.1 per cent of the total sales of all these chains. | 


Table I. LUMBER AND BUILDING MATERIAL CHAINS 
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Summary of Lumber and Building Material Chains 
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Table III. 


LUMBER AND BUILDING MATERIAL CHAINS 


Units and Sales, by Provinces 
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An (X) indicates that figures are withheld to avoid disclosing individual opera- 


tions, but these are included in the totals. 


Table IV. 


Units and Sales, by Size of Locality 
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Table VII. LUMBER AND BUILDING MATERIAL CHAINS 


Sales by Commodities 
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$ 18,597,431 


$ 2,956,551 


¢ 15,641,100 
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